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"We affirm that: '

We are cerlified public accounlants licensed to practice in Michigan.

We further affirm the following material, "ne” responses have been disclused in the financial statements, including the notes, of in the
Management Lelter {report of comments and recormendations).

1
w g Check each applicable box below. (See instuctions far further detail )

1 L1 All required component units/fundsiagencies of the local unit are included in the financial statements andfor disclosed in the
reporting enlity notes 1o the financiaf statements as necessary.

2. b [ There are no accunmutated deficts in one or more of this uni's unreserved fund balancesfunresticted nat assels

{F.A. 275 of 1980) or the toczl unit has not exceeded its budget for expanditures.

K] 1 The tocal unilis in compliance with e Uniform Chart of Accounts issued by the Departrment of Treasury.

4, [1 The local unil has adopted 2 budget for ail required funds.

g, [] A public hearng on the budgel was held in accordanoe with State statute,

g U The local unit has not violated the Municipal Finance Acl, an order issued under the Emergency Municipat Loan Act, or
other guidance as issued by the Local Audit and Finance Division,

Xl [ The local unit has not been delinguent in distributing tax revenues that were collected for another taxing unil.

kKl [1 The loesl unit only holds depositafinvesiments that comply with statulory requiremeants.

& (] The local unif has ne ifiegal o unauthonzed expenditures that came to o atlention as defined in the Sultelin for
Audits of Local Units of Govemment in Michigan, as revised {see Appendix H of Builetin).

i, [0 There are no indications of defalcation, fraud or embezziement, witich came le our altention during the course of our audit
that have not been previously communicated to the Local Audil and Finance Division (LAFD). ¥ there is such activity thal has
not been communicated, pleasa submil a separate report under separate cover,

M. O B The local unit is free of repeated comments from previous years.

12, [0 The audit opinion is UNGQUALIFIED,

13. ] [T The local unit has complied with GASB 34 of GASE 34 as modified by MCGAA Statement #7 and other generally
accepted accounting principles (GAAP).

14, [} The beard or council approves all invoites prior to payment 2s required by charter or stalute.

15. &l L[l To ourknowledge, bank reconcilialions that were reviewed were parformed tirmiedy.

It a lacal unit of government {authonities and commissions inciuded) is operating within the boundaries of the audited aniity and s aot

included in this or any other audil repant, nor do they obtain a stand-alone audit, please enclose the name(s), address(es), and a
deschiption(s) of the authority andior commission.
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MANAGEMENT'S DISCUSSION AND ANALYSIS



Charter Township of Texas
MANAGEMENT'S DISCUSSION AND ANALYSIS

Qur discussion and analysis of the Charter Township of Texas' (the Township) financial performance
provides a narrative overview of the Township's financial activities for the fiscal year ended December
31, 2007, Please read it in conjunction with the Township's financial statements.

FINANCIAL HIGHLIGHTS

The Township's total net assets increased by 3378074 (3 percent} as a result of this year's
activities.

Of the $15,390,357 total net assets reponted, §4,708,701 (31 percent) is unrestricted, or available
to be used at the Board's discretion.

The General Fund's unreserved, undesignated fund balance af the end of the fiscal year was
$2,129,857, which represents 134 percent of the actual fotal General Fund expenditures for the
current fiscal year.

Overview of the financial statements

The Township's basic financial statemenits are comprised of four parts: management's discussion and
analysis, the basic financial statements, reguired supplementary information, and an optional section
that presents combining statements for nenmajor governmeantal funds and internal service funds, as
well as additional information. The basic financial siatements include two kinds of statements that
present different views of the Township

-

The first two statements are government-wide financial statements that provide both long-term and

short-tarm information about the Township's overall financial staius.

The remaining statements are fund financial statements that focus on individual parts of the

Tawnship, reporting the Township's operations in more detail than the government-wide financial

statements,

o Governmental fund statements fell how general government services, like public safety,
were financed in the short-term, as well as what remains for future spending.

o Proprietary fund statements offer short- and long-term financial information about the
activities the government operates like a business.

o Fiduciary fund statements provide information about the financial relationships in which the
Township acts solely as a trustee or agent for the benefit of others to whom the resources
in question belong.

The financial statemenis alsc include notes that explain some of the information in the financial
statements and provide more detailed data, The financial statements are followed by a section of
required supplementary information that jurther explains and supports the information in the financial
statements.



Charter Township of Texas
MANAGEMENT'S DISCUSSION AND ANALYSIS {Continued}

Governmeni-wide financial statemenis

The government-wide financial statements report information about the Township 35 a2 whole using
accounting methods similar to those used by private-sector companies. The statement of net asseis
includes all of the Township's assets and lizbilities. All of the current year's revenues and expenses are
accounted for in the statement of activities, regardless of when cash is received or paid,

The two govermnment-wide statements report the Township's net assete and how they have changed.
Net assets (the difference between the Township's assets and liabilities) is one way to measure the
Township's financial health or position.

» QOver time, increases or decreases in the Township's net assets are an indicator of whether its
financial health is improving or deteriorating, respectively,

+ To assess the overall health of the Townshio, you naed to consider additional nonfinancial factors,
such as changes in the Township's property tax base and the condition of the Township's capital
assetls.

The government-wide financial staterments zre divided into two categaries:

«  Governmental aclivities - WMost of the Township's basic services are included here, such as police
protection, fire protection, and general government. Property taxes and state revenus finance most of
these activities.

+«  Component unit - The Township includes one other entity in its report - the Downtown Development
Authority. Although legally separate, this "component unif' is impartant because the Township is
financially accountable for the Authority,

Fund financial statements

The fund financial statements provide more detailed information about the Township's most significant
funds - not the Township as a whole. Funds are accounting devices that the Township uses to keep
track of specific sources of funding and spending for particular purposes.

«  Some funds are required by state law and by bond agreements.

» The Township Board establishes other funds to contral and manage maney for particular purposes
(like Revolving Improvement Fund, a2 nenmajor fund} or to show that it is properly using certain
other revenues {like special assessments collecied for the Lakes Sewer Debt Fund).

The Township has three kinds of funds:

=  Governmental funds. Most of the Township's basic services are included in govemmental funds,
which focus on (1) how cash, and other financial asseis that can be readily converted to cash, fiows in
and out and, (2} the balances left at year end that are available for spending. Conseguently, the
governmental funds statements provide a detailed short-term view that helps you determine whether
there are maore or fewer financial resources that can be spent in the near future to finance the
Township's programs Because this information does not encompass the additional long-term focus of
the government-wide statements, we provide additional information at the botiom of the governimental
fund statements that explains the relationship between them.

—ii-



Charter Township of Texas
MANAGEMENT’'S DISCUSSICN AND ANALYSIS {Continued}

Fund financial statements (Continued)

« Propretary fund. Services for which the Township charges customers a fee are generally reported
in proprietary fund. Proprietary funds, like the government-wide statements, provide both long- and
short-term financial information.

+ Fiduciary funds. These funds are used to account for the collection and disbursement of rescurces,
piimarily taxes, for the bensfit of parties ouiside the government. The Township is responsible for
ensuring that the assets reported in these funds are used for their intended purposes. The
Township's fiduciary activities are reported in a separate statement of fiduciary net assets. We
exclude these activiiies from the Township's government-wide financial statements because the
Township cannot use these assets fo finance its operations,

FINANCIAL ANALYSIS OF THE GOVERNMENT AS A WHCLE

Net assets. Total net assets at the end of the fiscal year were $15,390,357, an increase of 3 percent
compared to the prior year. Of this total, $8,610,071 is invested in capital assets (net of related debt)
and $2,142723 is restricted for various purposes. Conseguently, unrestricted net assets were
$4,706,701, or 31 percent of the fotal.

Condensed financial information

Mat Assets
Governmenial
aclivilies
2007 2006

Currant assets $ 6901384 § 648837
Moncurrent assets 11,700,314 12,124 307
Total asseis 18,601,678 18,613,634
Current liabilities 1,263,720 1.206 483
Honcuarrent atilities 1,947,601 Z2.394 B8
Total liabilities 3,211,321 2601 351

Net assels:
Invested in capital assets, net of related debl 8.610,071 8,458 ¥&57
Reslricted 2,073,585 1,823 961
Unrestricted 4,706,701 4628 565

Total net assets $ 15,380,357 & 15012283

-ii-



Charter Township of Texas
MANAGEMENT'S DISCUSSICN AND ANALYSIS (Continued)

Changes in net assets. The Township's total revenuss are 32,753,280, Over 19 percent of the
Township's revenues come fram property taxes, while 28 percent come from charges for seivices and
another 27 percent come from State Shared Revenue.

The total cost of all the Township's programs, covering 2 wide range of services, totaled $2,375,206.
Mars than 32 percent of the Township's costs relate to the provision of general goverpmant. Public
safety costs account for 35 percent of the costs and public works costs account for 21 percent of the
Township's total costs.

Condensed financial information
Changes in net assets

Governmenia!
activities
2067 2006
Program revenues:
Charges for services $§ TB2799 § 733238
Operaling grants and contributions q 245 8,263
Capital grants and contributions 269,363 373,758
General revenues;
Properiy taxes 531,259 481,037
State shared revenue 738,257 753 815
Franchize fees §6,282 h7BA3
Interest income 334,704 295 365
Miscelanaous 21,334 35 980
Total revenues 2,753,280 2,740,138
Expenses:
Legistative 22,9859 28 027
General govermnmeant 752621 789,267
Public safely 838,172 787 240
Public works 01,541 479,001
Community and economic development 134,334 116,505
Culture and recreation 3,868 22,586
Interest 106,674 121,332
Tofal expenses 2,375.206 2 339,658

Increase in net assets $ 378074 3 400,181



Charter Township of Texas
MANAGEMENT'S DISCUSSION AND ANALYSIS (Continued)

Governmental activities. Governmental aclivities increased the Township's net assets by $378.074.
The increase was primarily the result of increased property taxes and interest and the receipt of capital
gramts which, combined, increased more than the combined changes in expenses.

The cost of all governmental aclivities this year was $2,375,206. After subtracting the direct charges to
those who directly benefited from the programs ($782,799), and operating and capital granis

(3278 808). the “"public benefit” portion coverad by taxes, state revenue sharing, and other general
revenues was 51,313 798,

FINANCIAL ANALYSIS OF THE TOWNSHIP'S FUNDS

Governmental funds. As of the end of the current fiscal year, the Township's governmental funds
reported combined ending fund balances of $5,724,568, an increase of $400,218 for the year, Of the
total fund balances, $4,650701 {81 percent} is available for spending at the Township’s discretion,
while $385,125 is held for public works, and $708,742 is available for dabi service.

The General Fund is the chief operating fund of the Township. Af the end of the fiscal year, unreserved
fund balance was $2,129,957, an increase of $147,104 during the year primarily due io increased
property tax revenues and interest earned on invesiments,

The Revolving Improvement Fund experienced an increase in fund balance of $218,020. The increase
was a result of increased interest revenue as well 35 a transfer fror the General Fund.

The Ssewer & Water Fund experienced an increase in fund balance of $43,249. The increase was the
result of increased interest revenue and connection charges net of a transfer fo the Lakes Sewer Debt
Fund for debt service reguirements.

The Lakes Sewer Debt Fund and the Rudgate 1, 2, & 3 Debt Fund both experienced incraases in fund
talance of $13,200 and $3,877, respeciively. The increases resulied from the above mentioned
transfer, and to collections of special assessments in excess of the annual debt service requirements.

Proprietary fund. The Building Inspections Fund experienced an operating loss of $28 457. Charges
for permits were not sufficlent 1o cover current operating costs. However, the Fund's net assets are
$220,355 at year end.



Charter Township of Texas
MANAGEMENT'S DISCUSSICON AND ANALYSIS (Continued)

General Fund budgetary highlights

The final amended budget for expendifures was increased by 3101,700 over the original budget to
cover additional capital outlays related to federal grants programs, and fo cover various other gensral
governmenial and public safety costs. Budgeted revenues were increased in an equal amaount, so that
the budgeted change in fund balance remained the same after the amendments. Total positive
expenditure variances were $283,176. Significant variances resulfed from lower than expected
volunteer firefighter hours needed resulting in a2 $20,000 variance; lower operating, maintenance and
capital outlay cosgts in the building and grounds department totaling $83,000; $31,000 in lower than
anticipated planning and zoning costs; and no contingency expenditures incurred, for which $50,000
had been budgeted, Other, smaller vanances comprised the balance of the total positive amount for
the fund.

Capital assets and debt administrafion

Capital assefs

The Township's investiment in capital assats for its governmernital aclivities as of December 31, 2007,
amounts to $10,928,534 (net of accumulated depreciation}. This investment includes a broad range of
assets, including buildings and improvements, fire eguipment and vehicles, and sewer, water and road
infrastructure. The decrease in the Township's net investment in capital assets for the current fiscal
year was $265,424, reflecting depreciation of $385 410 in excess of capital asset additions of $1198,881
for the year,

tlajor capital asset events duning the current fiscal year included the following:

+ Fire equipment purchase through federal grant amounted to $32 334
= Wankal Street repaving improvements for $85 402

More detailed information about the Township's capital assets is presented in Note 8 of the notes to
the basic financial statements.

{ ong-term dabt

At the end of the fiscal year, the Township had tolal long-term bonds cutstanding in the amount of
$2,344,000, which represents a decrease of $420,000 or 15 percent. Of this amount, 32,344 000
comprises debt backed by the full {aith and credit of the Township.

State statutes limit the amount of general obligation debt the Township can issue to 10 percent of its
total state equalized assessed value of property. The Township's total general obligation debt
$2,344 000 is significantly [ower than the curcent state-imposed limit of $71,618 456.

tore detailed informaation about the Township's long-term liabilities i1s presented in Note 10 of the notes
to the basic financial statements.

-Wi-



Charter Township of Texas
MANAGEMENT'S DISCUSSION AND ANALYSIS (Continued)

Ezonomic condition and ouflogk

The Township has experienced a lower growth rate in residential development than in the prior year. A
lower rate of growth may negatively impact the rate of propery tax revenue increases, and the total
amount of fees generated by the Township’s building inspections department. State revenue sharing
may also be impacted negatively as the Stale revises its budget during the year. However, the
Township expects to be minimally affecied by the general economic uncertainties currently facing the
State of Michigan and, in fotal, revenues are expected 10 remain refatively stable for 2008, The
Township currently has adeguate resources and the ability to provide services at current levels to
Township residents and customers.

Contacting the Township's financial management

This financial report is designed to provide our citizens, taxpayers, customers, investors, and creditors
with a general overview of the Township's finances and to demonstrate the Township's accountability
for the resources it receives. Questions regarding any information provided in this report or reguests
fer additional financial information should he addressed to:

Linda Kerr, Township Clark Phone: {269) 375-153
Charter Townshin of Texas

7110 West & Avenue

Kalamazoo, Ml 48009

-ii-
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Certified Pubilic Accountants & Advisors
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INDEPENDENT AUDITORS' REPORT

Board of Trustees
Charter Township of Texas, Michigan

We have audited the accompanying financial statements of the governmental activities, the
discretely-presented component unit, each major fund, and the aggregate remaining fund
information of the Charfer Township of Texas, Michigan, as of December 31, 2007, and for
the year then ended, which collectively comprise the Township's basic financial
stafements, as listed in the contents. These financial statemeants are the respensibility of
Charter Township of Texas, Michigan’s management. Qur respensibility is to express
opinions on these financial statements based on our sudit.

We conducted our audit in accordance with U.S. generally accepted auditing standards.
Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An
audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by managemaent, as well as evaluating the
averall financial s{atement presentaticn. ¥¥e believe that our audit provides a reasonabte
basis for our opinlons.

in cur opinion, the financial statements referred to above present fairly, in aill tmaterial
respects, the respective financiai position of the governmental activities, the discretely-
nresented component unit, each major fund, and the aggregate remaining fund information
of Charter Township of Texas, Michigan, as of December 31, 2007, and the respective
changes in financial position and where applicable, cash fiows, thereof for the year then
ended in conformity with U.S. generally accepted accounting princlples.

The management's discussion and znalysis and budgetary compatison information, on
pages i through vil and 28 through 27, respectively, are not 2 required part of the hasic
financial statements hut are supplementary information required by the Governmental
Accounting Standards Board. We have applied certain limited procedures, which consisted
principally of ingquiries of management regarding the methods of measurement and
presentation of the required supplementaty information. However, we did not audit the
information and express no opinfon on it

FerrA- AN



Boaard of Trustess
Charter Township of Texas, Michigan
Page 2

Cur audit was conducted for the purpose of ferming opinions on the financial statements
that coelleclively comprise the Charter Township of Texas, Michigan, basic financial
statements. The supplementary information, as listed in the contents, is presented for
purposes of additional analysis and is not a required part of the basic financial statements.
Such information has been subjected to the auditing procedures applied in the audit of the
hasic financial statements and, in our opinicn, is fairly stated in all material respects in
relation to the basic financial sfatements taken as a whole.

The other information designated as “Securities and Exchange Commission Rufe 15:2-12
Continuing Disclosure” in the contents is also presented for the purpose of additicnal
analysis and is not & reguired part of the basic financial statements of the Charter
Township of Texas, Michigan. Such information has not been subjected to the auditing
procedures applied in the audit of the financial statements and, accordingly, we express

no opinion thereon.
%‘.‘Jr Conort Ae.

March 4, 2008
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Charter Township of Texas
STATEMENT OF NET ASSETS
December 31, 2007

ASSETS
Current assets:
Cash
Receivables, nat
Due from component wnit
Prepaid eipenses

Total current assets

Maoncurrent assets:
Feceivables, net
DOee from component unit
Capital assets not being depreciated
Capital assets, net of depraciation
Unamorlized bond issue costs

Total noncurrent assets
Total assets

LIAEILITIES
Current liabilities:
Payables
Due to primary government
Deferred revenue
Bonds payable

Total curent liabilities

tMoncurrent liabilities:
Cue ko primary government
Bonds payable

Total noncurient lishilities

Tolal liabilities

NET ASSETS

Invested in capital assets, net of relaled detbt

Rastiicted for
Public safety
Fublic warks
Debt service

Uprastricted

Total net assets

See noles lo financial sfalsments
-5

Primary
government
Governmental Component
ackvities it
] 8,104,902 30,687
T27.295 £.067
10,000 -
59, 167 -
5,901,364 36,754
692,642 -
10,000 .
£9.220 -
13,855,314 50,600
£9.138 .
11,700,314 50,800
18,601,678 87 354
52,298 -
- 10,000
771,422 18,828
440,000 -
1,263,720 28,828
- 10,000
1,847 601 -
1,847 801 10,000
3,211,321 38,828
5.610.071 .
211075 -
536,084 .
1,326 426 _
4,708,701 48.526
% 15,380,357 45 526




Charter Township of Texas
STATEMENT OF ACTIVITIES
Year ended December 31, 2007

Program Revenues

Operating Capitai
Charges for  grants and grants and
Expenses services  contributions confributions

Functiohs/Programs
Primary government:
Governmental activities:

Legislative $ 22888 % - % - : -
General government 762,621 256.41% - -
Fublic safety 838,179 198,208 - 28 513
Fublic works 501,541 201,530 9 245 239,850
Community and economic

developrment 134,334 75,546 - -
Culture and recreation 8,868 - - -
Interest and fees 106,674 51,086 - -

Total primary government  $2.375.206 § 782789 § 89245 § 268,363

Component unit - DDA $ 10028 § @ - $ - $ -

General revenues:
Froperty taxes
State shared revenue
Franchise fees
Investment refurn

Cther
Tetal general revenues

Change in net assets

Net assets - beginning

Met assets - ending



Net revenues {expenses} and
changes in net assels

Primary
Eovemment

Governmental Component
acfivitios Larit

$ (22,989
(508,202}
(610,458}

(50,916)

(58,788)
(8,868)
(55,578)

{1,313.788)
$ {10,029)

531258 17.340

38,287 -
85,282 -

334,701 635
21,334 1.832

1,691,873 18,807

378,074 9778

16,012,253 38,748

$ 15,390.357 $ 48526

Soce nofes to fhe financial staterents
-B-



Charter Fownship of Texas
BAL ANCE SHEET - governmentaf funds
December 31, 2007

ASSETS

Cash

Receivables

Dize from compotient unit
Prepaid expenses

Total assets

LIABILITIES AND FUND BALANCES
Lighilities:

Payables

Ceferred revenus

Todal liakilities

Fund balances - undesignzated

Undasignated, reported in nonmajor:
Special revenue funds
Debt service funds

Totzl fund balances

Tatzl iatiibies a2nd fund balances

Fund Balances - {atal govermmental funds

Revolving Sewer &
General fmprovement Water
$ 223658 % S08,9680 5 1,595,245
402,839 3.000 176,610
20,000 - -
58,036 ; ;
§ 2717458 § 911950 $ 1771,855
¥ 21697 § - $ 1,321
565 804 - 161,750
587 501 - 163,071
2,129 857 211 860 1,608,754
2,128,957 911.850 1,608,784
P 27vdsE % 911960 § 1,771,855

Ammounts repanted for govarnmental acfiviies in the statement of net assets {page 5) are diferent because:

Special assessments receivable are not available to pay for the current period's expendiiures and,

therefore, are deferred in the funds.,

Interest receivable is not a current financial resource and, therefure, 15 not reported in fhe funds.

Bond issuance costs are not a current financial resource and, therefore, are nol reported in the funds.

Capital assets used in governmental activities are not financial resources and, therefore, are

not reported in the funds.

Met assets of lhe Building Inspections Fund thal have been combined with those of

governmental activities,

Interest related {o long-term liabilities is not due and payable in the current period and, therefore,

= ngd reparted in the funds.

long-term liabilities, including bonds payable, are not due and payable in the current

pericd and, therefore, are not repaded in the funds,

Met assets of governmental aotivities



Total

Lakes Rudgate nonmajor Total
Sewar 1.2 43 governmental  governmental
Dabt Debt funds funds

5 BOFVE § 1540681 B 939243 3 5824958
326 806 189 057 263,725 1,363,937

- - - 20,000

- - - 88 038

§ 387582 S 343108 $ 1204968 $ 7335931

3 - 5 - S 10,180 5 33,198
295,218 179,017 375,476 1,579,165
296,218 179.917 385 656 1,612,363

91,364 163,191 - 4,905,256
B} ; 365,125 365,125
. - 454,157 454,187
91,364 163,191 £19,312 5.724.568

5387582 S 343108 $ 1204968 3 7.336.931

$ 5,724,568

807 743
56,000

£9,138

10,915,254

220,355

(18,160)

{2.387.601)
8 15390357

See nates I finanoial slalements
7.



Chatter Township of Texas

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND

BALANCES - governmental funds
Year enged December 31, 2007

REVEMUES

Taxes

Licenses and permits
Federal granis

State grants

Charges for services
Fires and forfaitures
Interest and rentals

Otier

Total revenues
EXPENDHTURES
Leqgislative

General government
Fublic safety
Public werks
Community and economic developinent
Recreation and culiure
Capital outlay
Debt service:
Principal
Interest

Total expenditures

EXCESS {DEFICIENCY) OF REVENUES
OVER EXPENDITURES

OTHER FINANCING SOLURCES {USES}

Transfers in
Transfers out

Total other sources (uses)
NET CHANGES IN FUND BALANCES
FUND BALANCES - BEGINNING

FUND BALANCES - ENDING

Revolving Sower &
Generaf improvement Water

% T39 955 % 2 -

65,658 -

28513 -

747 542 - -
158 485 - 115,790

3,715 - -
144 B27 43,020 118,378
16,789 - j4 403
1,808 482 48020 248 5689

22 6849 -
715,851 - ata 1]

534 450 - -
136,673 - 4,720

124 966 -

8,868 -

47 275 - -
1,591,378 5,320
317,104 48,020 243 249

- 170,000 -
{170,000} - {200,000}
{170,000 170,000 {200,000
147,104 218,020 43,249
1,882,853 693,840 1,565,535
$ 2,129857 & 811,960 § 1608784




Total

Lakes Rudgate nonmajor Total
Sower 2, &3 governmenial governmental
Dabt Debt funds funds
3 $ - b - $ 738,855
- - - 66,656
- - - 28513
- - - T47 842
8.050 - 107,410 380,735
. - - 3715
22,186 18512 45662 3498583
75,888 35,837 215,101 358,128
108,135 54,449 369,173 2,734,828
- - - 22 988
ars 375 2,250 719,451
- - - 534 456
1,148 300 208,181 351,380
- - - 124 888
- - 5,868
- - 47 275
241,500 24,000 144,500 420,000
40,914 15,807 30,496 105,217
282 B35 50,572 384 407 2,334612
(186,800} 3877 {25,234) 400,216
200,000 - - 370,000
- - - {370,000}
200,000 - -
13,200 3,877 {25,234) 400,216
78,164 159,314 844,546 5,324 352
$. 91364 & 1639891 3 819312 $ 5724568

IJes nokas to inancial siafements



Charter Township of Texas

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND

BALANCES - governmental funds (Continued}

Year ended December 31, 2007

Feconciliation of the statement of revenues, expenditures, and
changes in fund balances to the statement of activities:

Net changes in fund balances - total governmental funds

Amgunts reported for governmental achiviies in the statement of activities

{page 6) are different because:

Capital assats:
Asszets acquired
Provision for depreciation
Disposal of assets

Long-term debt:
Frincipal repaymants

Changes in other assets/liabilities:
et decrease in accrued interesi revenue
Met decrease in bond issvance costs
Met decrease in acctued interest expense
et decrease in defermed revenue

Change in net assets of the Building Inspections Fund have been combined with

those of the governmental activities.

Changes in net assefs of govammenial aclivilies

See noles fa fnancial slataments
-

$ 400216

122,007
(379.671)
(3,215)

427 287

{7,000)
(11,524)
2800
(144,439)

(28,457)

3378074



Charter Township of Texas
STATEMENT OF NET ASSETS - preprictary fund
December 31, 2007

Building
inspections
ASSETS
Current assets:
Cash $ 209,944
Frepaid expense 1,13
Total current ascets 211,075
Moncuirent assets - capital assefs, nat of accumulated depreciation 8,280
Total assets 220,355
NET ASSETS - unrestricted $ 220,355

The assets, liabilities, and net assets of the Building Inspactions Fund have been combinad with
those of goveramental activities.

See holes o inanoial staternenis
-40-



Charter Township of Texas
STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND NET
ASSETS - proprietary fund

Year ended December 31, 2007

Building
inspecticns

OPERATING REVENUES
Charges for senvices - licenses and permits i T84 493
OPERATING EXPENSES
Salaries and fringe bensfits 172 864
Supplies 50,844
Depreciation 4 640

Total operating expenses 228,348
CPERATING LOSS {33,855!
NCNOPERATING REVENUES
Interest ravenue 5,398
CHANGE IN NET ASSETS {28,457}
MNET ASSETS - BEGINNING 248 812
NET ASSETS - ENDING $ 220,355

The revenues and expenses of the Building Inspections Fund have been combined with those
of the governmental acfiviies.

See noles to firrancral sfalermenids
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Charter Township of Texas
STATEMENT OF CASH FLOWS - propriefary fund
Year ended December 31, 2007

CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from customers and users

Payments to suppliers

Payments {0 employees

Met cash used in operating aclivities

CASH FLOW FROM INVESTING ACTIVITIES
Interest carnad

NET DECREASE IN CASH

CASH - BEGINNING

CASH - ENDING

Reconciliafion of operating loss to net cash
used in operating activities:
Operating loss
Adjustments fo reconcile operating loss o net
cash used In operating activities:
Depreciation
Increase in prepaid expense
Decrease in accounts payable

Met cash used in operating activities

See noles o fnancial statemen!s

A%

Building

inspections

$

194,493
{88,571}
(137,815)

(31,893)

5,308

(26.,495)

236,439

| 209,944

{33,855)

4 644
{1,131}
(1.547)

(31,883)




Charter Township of Texas

STATEMENT OF FIDUCIARY NET ASSETS - Agency Fund

December 31, 2007

ASSETS
Cash

LIABILITIES
Customer deposiis
e to other governmental units

Total habilittes

Eee notes o fanceal slatements
13-

$ 2181128
$ 14,533

2,166,595
$ 2181128



Charter Township of Texas
NOTES TO FINANCIAL STATEMENTS

NOTE 1 - SUMMARY OF SIGNIFICANT ACCCOUNTING POLICIES:

The accounting policies of the Charter Township of Texas, Michigan {the Township), conform to U.S.
generally accepted accounting principles (hereinafter referred to as generally accepted accounting
principles) as applicabls to governments. The following is a summary of the more significant policies.

a) Reporing entity:

The accompanying financial statements present the gavernment and its component unit, an entity for
which the government is considered to be financially accountable, The discretely-presented component
unit is reporied i 2 separate column in the government-wide financial statements fo emphasize that it
is legally separate from the Township,

Discretely-presented component umit:

Cowntown Development Authority,

The component units' governing body is appointed by the Township Beard and their budgets must be
approved by the Township Board. Separate financial statements for the component unit have not been
issued, as management believes that these financial statements, including disclosures, contain
complete information so as to constifute a fair presentation of each component unit,

b} Govemment-wide ang fund financial siatements:

The government-wide financial statements {i.e., the statement of net asseis and the statement of
changes in net assets) report information on all of the non-fiduciary activities of the Township, The
effect of inter-fund activity has been removed from these siatements. Governmental activities, normally
supported by taxes and intergovernmental revenues, are reported separately from business-type
activities, which rely to a significant extent on {ees and charges for suppont,

The statement of activities demonstrates the degree to which the direct expenses of a given function
are offset by program revenues. Direct expenses are those that are clearly identifiable with 2 specific
function. Program revenues include: {1) charges to customers or applicants who purchase, use, or
directly benefit from goods, services, or privileges provided by a given function; and {2) grants and
contributions that are restricted to meeting the cperational or capital requirements of a particular
function. Taxes and other items net propery included among program revenues are reported instead
as general revenues,

Separate financial statements are provided for governmental funds, proprietary funds, and fiduciary
funds, even though the laiter are excluded from government-wide financial statements. Major individual
governmental funds and major individual enterprise funds are reported as separate columins in the fund
financial statements.

¢} Measurement focus, basis of accounting, and financial siaterment presentalion;

The government-wide financial statements are reporied using the economic resources, measurement
focus, and the accrual basis of accounting, as are the proprietary fund and fiduciary fund financial
statements. Revenues are recorded when earned and expensss are recoided when a Kability is
incurred, ragardless of the timing of related cash flows. Property taxes are recognized as revenue in
the year for which they are levied. Grants and similar items are recognized as revenues as soon as all
aligikility requirements impased by the provider have been meat.

RTR



Charter Township of Texas
NOTES TO FINANCIAL STATEMENTS (Continued)

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued):

g} Measurement focus, basis of accounting, and financial staterment presentalion {continued);
Governmental fund financial statements are reporied using the current financial rescurces,
measurament focus, and the modified accrual basis of accounting. Revenues are recognized as soon
as they are both messurable and available. Revenuss are considered to be available if they are
collected within the current period or scon enough thereafier to pay liabilittes of the current period. For
this purpose, the Township generally considers revenues to be available if they are expected to be
collected within 80 days of the end of the current fiscal period. Expenditures generally are recorded
when a liability is incurred, as under accrual accounting, Howsver, debd service expenditures,
expenditures relating to compensated absences, and claims and judgments are regorded only whan
payment is due.

State grants, licenses and permits, and charges for services are all considered lo be susceptible to
accrual and so have been recognized as revenues of the current fiscal period. Only the poriion of
special assessments receivable due within the current fiscal period is considered to be susceptible to
accrual as revenue of the current period. All other revenue itemns are considerad to be measurable and
available only when cash is received by the government.

The Township reports the following major goveramental funds:

The General Fung is the government's primary operating fund. it accounts for all financial
resources of the Township, except those reguired to be accounted for in another fund.
Revenues are piimarily derived from property taxes and state shared revenue.

The Revolving |lmprovement Fund accounts for the financial rescurces used for capital
improvemenis within the Township, Revenues are primarily derived from investment income
and cantributions from other funds.

The Sewer and Water Fund accounts for the financial resources used for the expansion and
repairs and maintenance of sewer and water lines located in the Township. Revenues are
primarily derived from connection fees,

The Lakes Sewer Dabt Fund accounts for the financial resources used for the payment of long-
term debt. Revenues are primarily derived from special assessments,

The Rudgate 1, 2, & 3 Debt Fund accounts for the financial resources used for the payment of
long-term debt. Revenues are primarily derived from special assessments

The Township reporis a single proprietary fund, Building Inspection Fund, which accounts for
operations (1) that are financed and operated in 2 manner similar o private business enterprises -
whare the intent of the governing body is that the costs of providing goods or services to the general
public on a continuing basis be financed or recovered primarily through user charges; or (2} where the
governing bhody has decided that periodic determination of revenues earned, expenses incurred, andior
net income is appropriate for cagital maintenance, public policy, management control, accountability, or
other purpases.

-15-



Charter Township of Texas
NOTES TO FINANCIAL STATEMENTS (Continued)

HNOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Continued):

¢} Measurernent focus, basis of accounfing, and financial stafermernt presentation (continued):
Private-sector standards of accounting issued prior to December 1, 1889, are generally followed in
both the government-wide and proprietary fund financial statements to the extent that those standards
do not conflict with the standards of the Governmental Accounting Standards Board (GASE).
Governments alse have the option of following subsequent private secior guidance for thair business-
type activities and enterprise funds, subject to this same limitation. The Township has elected not to
follow subseguent private-sector standards.

The Township reports 2 single fiduciary fund, Agency Fund, which accounts for assets held by the
Township in a trustee capacity ar as an agent for individuals, private organizations, other governments,

andfor other funds, Agency funds are custodial in nature {assets equal liakilities) and do not involve
mgasurement of resuits of operations.

Armounts reported as program revenues include: (1) charges to customers or applicants for goods,
services, of privileges provided; (2) operating grants and contributions; and {3} capital grants and
contributions, including special assessments. Internally dedicated resources are reported as general
revenues rather than as program revenues. Likewise, general revenues include all taxes,

Proprietary funds distinguish operating revenues and expenses from non-operating items. Operating
revenues and expenses generally result from providing services and producing and delivering geods in
connechion with 2 proprietary fund's principal ongeing operations. The principal operating revenues of
the proprietary funds relate to charges to customers for sales and services. Operating expenses for
proprietary funds includs the cost of sales and services, administrative expenses, and depreciation on
capital assets. All revenues and expenses not meeting this definition are reponted as nen-gperating
revenues and expenses.

d) Assels, habilittes, and net assets or equify:
i} Bank deposits - Cash and cash equivalents are considered to be cash on hand, demand
deposits, and shor-term investments with original maturitias of three months or less from the
date of acquisition. Pooled interest income is proportionately allocated o 2ll funds.

i} Receivables - In general, outstanding balances between funds are reperted as “due toffrom
other funds.” Any residual balances outstanding between the governmental activities and the
business-type aclivitizs are reported in the government-wide financial statements as “iniernal
balances.” No allowance for uncollechible accounts has been recarded as the Township
congiders all receivables to be fully collectible,

i Prepaid #fems - Cerain payments to vendors refiect costs applicable to future fiscal years
and are recorded as prepaid ifems in both government-wide and fund financial statements.

-16-



Charter Township of Texas
NGQTES TO FINANCIAL STATEMENTS {Continued)

NOTE 1 - SUMMARY CF SIGNIFICANT ACCOUNTING POLICIES (Continued):

d) Assets, Nabilittes, and net assels or equity (continued):

iv) Capital assels - Capital assets, which include properiy, plant, equipmeant, and infrastructure
assets {e.g., roads, bridges, sidewalks, and similar items), are reported in the applicable
governmental or business-type activities column in the government-wide financial statements.
Capital assets are defined by the government as assets with an initial individual cost of more
than $1,000 {$10.000 for infrastructure assets) and an estimated useful life in excess of two
years. Such assets are recorded at histerical cost or estimated historical cost if purchased or
constructed. Donated capital assets are recorded at estimated fair market value at the date of
denation. Governments can elect to account for infrastructure assets either retroactively to June
15, 1880, or prospectively. The Township has elected fo account for infrastructure assets
retroactively.

Capital assets are depraciated using the straight-line method over the following useful lives:

Suildings and improvements 15 - 80 years

Equipments 3 - dyears
Vehiclas 3 - 20 years
Sewer and waler systems o0 years

v} Deferred revenue - In the fund finangial statements, governmental funds report deferred
revenue in connection with resources that are not considered tfo he available to liguidate
liabilities of the current period. Gowvernmental funds also defer revenue recognition In
conreciion with rescurces that have been received but not yet eamned.

vi} Fund eguily - In the fund financial statements, governmental funds reporf reservations of
fund balance for amounis that are not available for appropriation or are legally restricted by
outside parties for use for a spacific purpose. Designations of fund balance represent tentative
management plans that are subject to change,

vii} Property tax revenue recogmition - Properly taxes are levied as of December 1 on property
values ascessed as of December 31 of the prior year. The hilings are due on or before
February 14, {with the final collection date of February 28), at which time the bill becomes
delinguent and penaities and interest may be assessed by the Township. Propetty fax revenue
is recognized in the year for which taxes have been levied and become avaitable. The Township
levy date iz Cecember 1, and, accordingly, the toial levy is recognized as revenue in the
subgseguent yaar,
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Charter Township of Texas
NOTES TO FINANCIAL STATEMENTS (Continued)

NOTE 2 - STEWARDSHIP, COMPLIANCE, AND ACCOLNTABILITY:

Budgetary information - Annual bhudgets are adopted on a basis consistent with gengrally accepted
accaunting principles for all governmental funds. The budget document presents information by fund,
function, and department. The legal level of budgetary control adopted by the governing body is the
function level. All annual apprepriations lapse at the end of the fiscal year.

The following schedule sets forth significant budget variances;

Fund Function Budget Actual Variance
Sewer and VWater Qther financing uses $ 100,000 $ 200000 § (100,000)
Sewer #5 Public works 6,500 44 773 (38,273)

MOTE 3 - CASH AND INVESTMENTS:

The Township and Compaonent Unit's cash are as follows:

Govarnments! Component
achvities Fiduciary Ll Tolals
Deposits T 60056122 3 2181128 5 30687 & 8217 8937
Investments 98, 780 - - 98 780
F 61048902 § 2481138 & 30687 % B3I 7Y

Deposits with financial institufions:

Michigan Compiled Laws Section 12981 (Public Act 20 of 1943, as amended} and the Township's
invesiment policy authorize the Township to make deposits in the accounts of federally-insured banks,
credit unions, and savings and loan assockations that have an office in Michigan. The Township's
deposits are in accordance with statutory authority.

Custodial credit nisk is the nsk that, in the event of the failure of a financial institution, the Township will
not be able to recover its deposits. Deposits are exposed o custedial credit risk if they are not covered
by federal depository insurance and are uncoilateralized. At December 31, 2007, $8.11%,149 of the
Township's bank balances of $9 482,851 was exposed to custodial credit risk because it was
uninsured and uncoliateralized.

The Township helieves that i 15 impractical to insure all bank deposits due io the amounts of the
depaosits and the limits of FDIC insurance. As a resuit, the Township evaluates each financial institution
with which it deposits funds and assesses the nisk level of each institution. Only the institutions with an
acceptable estimated risk level are used as deposifories.
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Charter Township of Texas
NOTES TO FINANCIAL STATEMENTS {Continued}

NOTE 3 - CASH AND INVESTMENTS {Continued):
The Township's investments are subject to several types of risk, which are discussed below:

fnvestiments.

State statutes and the Township's investment policy auihorize the Township to invest in a) obligations of
the U.5. Treasury. agencies, and instrumentalities, b) commercial paper rated within the two highest rate
classifications, which mature not more than 270 days after the date of purchase, ¢) repurchase
agreements, collateralized by U.S. governmental securities; d) bankers' accepiances; and e) mutual
funds composed of otherwise legal investiments. The Township's investrments are carmmied at cost, which
approximates fair market value. The Township's investments are in accordance with statutary authority.
The Township's heldings consist of the following:

Carrving Rating
Invesiment type amourd Maturity Rafing  Orgamization
U.S. govermment and agency securities
Federal Home Loan Bank 5 9B 7ED  July 24 2008 ARA Moody's/S&P

Custodiaf credit risk. Custodial credit risk for investments is the risk that, in the event of the failure of the
counterparty {e.g. broker-dealer) to a transaction, the Township will not be able to recover the value of its
investment or collateral securities that are in the possession of an putside parly. State staiutes and the
Township's investment policy do not contain requirements that weuld limit the exposure o custodial credit
risk for investments. At year end, the following investment securities were uninsured and unregistered
and held by the same broker-dealer (counterparty) that purchased the securities for the Township:

interest rafe risk. interest rate risk is the risk that the value of an investment will decrease as a result of an
increase in market interest rates. Generally, longer invesiment maturities generate more sensitivity to
changes in an investment's fair value due to changes in market interest rates. The Township monitors the
interest rate risk inherent in its portfolio by measuring the weighted averags maturnity of its portfolic. The
Township's investment policy has no specific limitations with respect to maturities of hvestments.

Credit risk. Credit risk is the risk that an issuer of an investment will not fulfill its obligation to the holder of
the investment. This risk is measured by the assignment of a rating by a nationally recognized stafistical
rating organization. Obligations of the U5, Govemment are not considerad to have credit risk.

Concenlration of credit risk. State statutes and the Township's investment policy place no Emitations on
the amount that can be invested h any oneg issuer,
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Charter Township of Texas
NOTES TO FINANCIAL STATEMENTS {Continued}

MOTE 4 - RECEIVABLES:

Receivables as of year end for the government's individual major and nonmajor funds, in the
aggregste, are as follows:

Praperiy Speoial fnter-
Fund Accounls inferest laxes assessments  govammmental Tolals
Governmental sctivities:
General S 26798 % S£000 § 231888 % - 2 138183 £ q02.839
Revolving Improverment - 3,000 - - - 3000
Sewer & Waler 1,550 b.284 - 165 676 - 18, 510
Lakes Sewer Debt - 7.804 - 3i8.812 - 326,806
Rudgate 1. 2. & 3 Debt - 3828 - 185,229 - 180 057
Henmajor funds - 5542 - 260,083 - . 2?B5725
Totals $ 28348 § 35748 % 231,858 3 929800 % 138,183 § 1.263.837
Component umit;
DDA § - & - £ BOET § - % - 5 6.067
Noncurrent portion $ - % - § - § BO2B42 § o 8 692842

NOTE 5 - PROPERTY TAXES:

The Township property taxes are levied each December 1 on the taxable valuation of property (as
defined by State statutes) located in the Township as of the preceding December 31,

Although the Township 2007 ad valorem tax is levied and collectible an December 1, 2007, it is the
Township's policy to recognize revenues from the current tax levy in the subsequent year when the
proceeds of this levy are budgsated and made “available” for the fimancing of operations.

The 2007 taxable valuation of the Township totaled $660,087 965, on which ad valorem taxes levied
consisted of the following:

Fund Milage rafe Purpose Taxes raised

General 08583 Operating & 565,804

These amounts are recognized in the financial statemenis as taxes receivable, with an offselting credit
io deferred revenue.

Taxes are considered delinquent on March 1% of the following year, at which time penalities and interest
are assassed
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Charter Township of Texas

NCTES TO FINANCIAL STATEMENTS {Continued)

.
MOTE 6 - CAPITAL ASSETS:
Beginning Ending
halance fncreases fiecreases balance
Governmental activities:
Capital assets not being depreciated - land 69,220 - § 5 £9,220
Capital assets being depraciated
Buildings 508,250 - - 808 2510
Improvements 282 465 4,360 - 286 825
Furniture and equipment 850,740 32334 (7.913) 575,156
Wehicles 1,036,481 - {81,885} 8954 785
Infrastructurs 11,519.513 85,403 - 11,604,916
Subtotal 13,9487 449 122,097 (B8.813) 14 028,933
Less accumulated depreciation for:
Buildings (107,920) (12.706) - {120,626}
Improvements (108 483) (12.043) - (120.542)
Furniture and equipment (273867} (68,804) 4. 703 (337 068)
Vehicles {460,131} {55,198) 81,695 {433,694)
Infrastruciure f1,822,235) [235.55%4) - {2.157.78%9)
Subtotal (2.872,708) {384 311} 86,3598 3.170619)
Total capita] assets being
depreciated, net 11,124,743 {262 214} {3,215) 10,852 314
Governmental activities capital assets, net & 11,193 963 F (262214) 5§ (3215} § 10928534
Component unit:
Capital assets being depreciated -
land improvements 55000 % S - $ 55,000
Less accumulated depreciation {3,300} {1, 1000 {4,400)
Component unit capital assets, net 51,700 3 (om0 - $ 50800
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Charter Township of Texas
NOTES TO FINANCIAL STATEMENTS {Continued}

MOTE & - CAPITAL ASSETS (Continued):

Cepreciation expense was charged {0 funclions of the Township as follows;

Governmenlal activities:

General government $ 38247
Public =afety 101,142
Fublic warks 235,554
Recreation and cultural g 368

Total governmental aclivities $ 234311

NOTE 7 - INTERFUND RECEIVABLES, PAYABLES, AND TRANSFERS:

A summary of inferfund transfers for the year ended December 31, 2007, is as follows:

Fund Transfers in Fund Transfers ot
Revolving Improvemant  § 170,000 General ] 170,000
Lakes Sewer Debt 200,000 Sewer & Waler 200,000

$ 379,000 $ 370,000

The transfer to the Lakes Sewer Dbt Fund represents support sufficient to cover current debt service
reguirements.

The transfer to Revolving Improvement Fund represents a designation for future capital projects,
NOTE 8 - PAYABLES:

Payables as of year end far the government's individual major and nenmajor funds, in the aggregate,
are as follows:

fnder-
Fund ACCounts govermental Tolals
Governmentat activities
GSeneral 3 21887 % - 3 21,687
Sewer & Watsr - 1.3214 G321
MNonrmajor funds - 10,180 10,180
Totals $ 21897 3 11501 $ 33,198
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Charter Township of Texas
NOTES TO FINANCIAL STATEMENTS {Continued}

MOTE 9 - DEFERRED REVENUE:

As of December 31, 2007, the various companents of deferred revenue are as follows:

FPraperty
faxes Special assessments
Fund Unearned Unearned Unavailable  __ Totals
Governmental activities,
General 5 565804 % - 5 - % 565804
Sewer & Water - - 181,750 181,750
Lzkes Sewer Deht - - 296 218 296,218
Rudgate 1, 2. & 3 - - 178,917 179,977
Honmajor funds - 205618 169,858 375478
Totals $ 565804 § 205618 § 807,743 § 1,579,165
Component umt,
DDA ;3 - % 18828 § $ 18,823

MNOCTE 10 - NONCURRENT LIABILITIES:

Long-term debt at December 31, 2607, is comprised of the following individual issues:

$2,910,000 refunding sewer disposal system limited tax genera) obligation
bonds due in annual installments of $210.000 fo 3375000 starting May
20085, through Way 2013, vanable interest from 2.50% to 4.00%

E750.000 sewer disposal system serigl bonds due in anneal installments
of 318,400 to 341,000 starbrg Apnil 15999, through April 2017, interest af
6.80%

$560,000 sewer disposal system sanal bonds due i annual installments

of 512,000 to $36.000 starting April 1989, through April 2017 interest at
G.205%

Unamortized premium

Total

5 1,860,000

246,000

238000

43,601

$ 2.387,601

The Township has pledged its full faith and credit for the payment of these bond issues.
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Charter Township of Texas
NOTES TC FINANCIAL STATEMENTS {Continued)}

NOTE 10 - NONCURRENT LIABILITIES {Continued):

Long-term debt activity for the year ended December 31, 2007, was as follows:

Amounts

Begintting Ending dire within

balance Additions Feduchions balance ohe year

Governmental acthivilies:
1999 serial bonds ¥ 287000 3% - & (41000 $ 248000 S 41000
1898 serial bonds 272,000 - (34.000) 238,000 34,000
2004 refunding bonds 2,208 000 - {345.0a00) 1,860,000 365 000
Linamortized pramium 50 8GR - {7.267) 43 601 -

Total 5 2,814,868 $ - §_ (427267) $ 2,387,801 $ 440,000

Af December 31, 2007, debt service reguirements on long-term debt are as follows:

Year ended Govermmenital aciivitics
December 31, Principal interast

2008 ¥ 440000 § 80,242
2009 430,000 73,9490
2010 425,000 87,171
2011 440,000 38.817
2012 290,000 22324

2013 - 2014 319,000 10,070

Totale  § 2344000 §_ 292820

NOTE 11 - RISK MANAGEMENT:

The Tewnship is exposed to various risks of loss related to properiy loss, torts, errors and omissions,
and employee injurtes {workers' compensation). The risks of loss arising from general liability of up to
$4,000,600, building contents and preperty, and workers’ compensation coverage are managed
through purchased commercial insurance.

MNOTE 12 - DEFINED CONTRIBUTHON PENSION PLAN:

The Township provides pension benefits for all elected officials, full-time and cerfain part-time
emmployees, who are eligible to partictpate after ninety days of employment, and for fire fighters, who
are eligible to participate after completing a probationary period. All pension benefits are offered
through a defined contribution plan. In 2 defined contribution plan, benefits depend solely on amounts
contributed to the plan, plus investment eamnings. The Township contributes 10% of each gualified
employee’s fotal earnings to the plan. The Township's contributions are fully vested immediately, The
Township made the required contributions of $62 875 for the year ended December 31, 2007.

The Township is not a frustes of the plan, nor is the Township responsible for investment management
of plan assets,
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Charter Township of Texas

BUDGETARY COMPARISON SCHEDULE - General Fund

Year ended December 31, 2007

REVENUES

Taxes

Licenses and permits
Federal grants

State grants
Charges for services
Fines and forfeifures
Interest and rentals

Other

Total revenues
EXFENDITURES
Legislative

General government:
Supervisor
Election
Assessor
Clerk
Board of review
Treasurer
Hall and grounds
Cemelerny
Ciher

Total general government
Futlic safety:
Fire

Paolice

Total public safety

Variance

Original Amended favorable
budget hudget Actual {unfavarabie)
¥ 702277 0% 702277 5 TI9ESS 5 27678
55,800 55,200 66 658 10,756
29 500 29,500 28513 13
779,725 779,725 747 542 {32,183}
103,700 148,400 159 485 11,085
3,080 3,000 3,715 715
86,000 131,000 144 827 13,827
15,480 27 480 16,784 £10,701)
1,775,582 1,877,292 1,808 482 31,180
33,000 33,0080 22 984 10,011
67.400 &7 400 66,548 852
10,400 13,900 16,143 {2,243)
85,630 75,130 70,066 5064
112,404 124 404 126,911 3,483
2,800 3,200 2,492 708
95,840 95,940 92,203 3737
106,800 106,800 ¥3,737 33,0683
18,400 18,400 17,234 1,166
313,325 328,825 256,517 72 308
800,059 833,989 715,851 118,148
401,121 429,921 408,210 21,711
127 100 128,100 126 246 1,854
528,221 058,021 534 458 23,565
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Charter Township of Texas

BUDGETARY COMPARISON SCHEDULE - General Fund {Continued)

Year ended December 31, 2007

Variance
Qriginal Amended favorable
Hudgef budyget Actual {unfavorable)
EXPENDITURES (Continued}
Fubhc works:
Highways and streets P 120,000 $ 120000 P 108763 5 13,237
Street lights 3.000 3,000 3274 (274}
Sanitation and refuse collection 31,500 31,500 26,936 4,564
Total public works 154,500 154,500 136,973 17,527
Community and ecoenomic development -
planning and zoning 130,334 156,334 124,966 31,368
Recreation and culture - parks and
racreation 12,780 12,700 8,868 3,832
Capital outlay 94,000 106,000 47 275 58,725
Total expenditures 1,752,854 1,854 554 1,591,378 283,176
EXCESS CF REVENUES CVER
EXPENDITURES 22 738 22,738 317,104 294,366
OTHER FINANCING USES:
Revolving Improvement f170.0040) {170,600} {170,008} -
NET CHANGES IN FUND BALANCES {147,262} {147 262) 147 104 294 366
FUND BALANCES - BEGINNING 1,882 853 1,882,853 1,882 853 -
FUND BALANCES - ENDING $1.835591 $1.835591 $2,120957 $ _ 294.368
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Charter Township of Texas

BUDGETARY COMPARISCN SCHEDULE - Sewer & Water Fund

Year ended December 31, 2067

REVENUES
Charges for services

Interest and rentals
Othar

Total revenues

EXPENMDITURES
(General govemniment - other

Public works - sewer and water
Total expendiiures

EXCESS OF REVENUES OVER
EXPENDITURES

OTHER FINANCING USES:
Lakes Sewsr Debt

NET CHANGES IN FUND BALANCES

FUNL BALANCES - BEGINNING

FUND BALANCES - ENDING

Variance
Original Amended favorable
budget hudget Actual {unfavorable}
% - 3 3200 % 115780 % 112,590
- 11,000 118,378 107 378
- 15,000 14,403 {587}
- 29,200 248 569 218,369
- 800 &a0 200
- 10.500 4 720 5,780
- 11.300 5320 5,980
- 17,200 243 249 225,349
- {100,000} £200,000) £100,000)
- {82,100} 43249 125,349
1,563,535 1,685 535 1,565,535 -
$1,565,535 $1.483435 $71,608784 $ 125,349
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Charter Township of Texas
COMEBINING BALANCE SHEET - nonmajor governmental funds
December 31, 2007

Special revenue funds

Road Street Eagle
Improvement Lighting Lake
ASSETS
Cash -3 4570 % g7.812 §$ 40,377
Receivables 1,806 38,437 23,475
Total assets 3 6376 $ 126248 § 63852

LIABILITIES AND FUND BALANCES

Liabihties:
Payables $ - $ - $ -
Deferred revenus 5,000 100,188 58,600
Total liabilities 5,000 100,188 58,600
Fund balances.
Unreserved, uhdesignated 1,376 26,061 5 252
Total liabilities 2nd fund balances & @.3?6 5 126,2“-@ : 63 852




Special revenue funds

Debt service funds

Protty
Crooked & Avenue Lake
Lake Sewer #5 Debt Debt Totals

28754 5 338 327 355138 % 83225 % 939,243
16,450 10,054 54 372 421101 265,725
45244 % 348 411 410510 % 204326 % 1,2()4_,*@@%
- 5 10,180 - 3 - 3 10,180
41,830 g 209 47 849 112,800 375 4785
41 830 18,389 47 849 112 800 385 6856
3.414 329,022 382 681 91,526 819,312
45244 % 248 411 410510 & 204326 5 1,204 868
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Charter Township of Texas

COMBINING STATEMENT OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BALANCES - nonmajor governmerntai funds

Year ended Decarmnber 31, 2007

REVENUES
Charges for services
Interest

Other

Total revenues

EXPENDITURES
General government
Public works
Dabi service:
Principal
Interest

Total expenditures

NET CHANGES [N FUND BALANCES
FUND BALANCES (DEFICIT} - BEGINNING

FUND BALANCES - ENDING

Special revenue funds

Road Streef Eagle
Improvement Lighting Lake
$ - - % -

78 1,642 55

5,000 35,326 54,100

507 36,8638 54,855

230 250 250

3877 72267 53679

3,527 72,517 53,929

1.149 14,451 926

227 11,810 4,326

$ 1,378 26,081 % 5252




Special revenue funds Debt service funds

Pretty
Crooked  Avenue L ake
Lake Sawer #5 Dabt Dabt Total
& - ¥ 374005 5670 5 - L 107 410
336 17 845 13,758 12 149 46 662
41,830 1,373 11,905 16,367 215,101
42 166 51,058 100,534 28,516 369,173
250 500 375 375 2,250
33,400 44 773 115 250 208,161
- - 103,500 41,000 144 500
- - 21,382 18,104 39,486
33650 45 273 125,382 E9.729 394 407
8 5186 5785 {24 B48) {31,213) (25,234}
{5,102 323,237 387,508 j22,739 B44 546

3 3414 % 328022 % g2e81 3% 91626 § = 818,312
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Charter Township of Texas
Taxable Yalue
Fiscal Years Ended December 31, 2003 Through 2007

Equivalent
Texas Charter Taxable Value of
Township's Ad Properly Granted Pcreent
Assessed Year of Stake IFizcal Vatorem Tax Abalement Total Increasy
Value as of Zqualization Years Ended Taxable Under Acts 198 Taxahle {Ohver Trior
December 31 and Tax Levy December 31 Value and 255 (1}  Vahe Y ear
2001 2 2003 5 419564941 % 5,863,100 5 428423041 11.14%
2002 2003 2oa4 453,438,715 B, BEDQ 000 462325715 T.91%
2003 20004 005 494,059 £27 £, 882 000 502 948 837 B.79%
2004 2005 006 536282 UES £,E564,500 545,139 48R 7%
2005 2006 2007 602,096,619 6,260,520 608,357,139 10.39%
Per Capila Total Taxable Value for the ifizcal Year Bnding December 31, 2007 (2. o 335,715
{13 Atthe full tax rate. See “Tax Abatement”.
{2} Based on Chanter Township of Texas' 2000 census population of 10,919,
Source: Chaiter Township of Texas
Charter Township of Texas
Total Taxable Value by Use and Class
Fiscal Years Ended December 31, 2603 Through 2007
Fizcal Years Ended December 31
Uze 2003 2004 2005 2006 2007
Apricullure PO5250638 0F 0 45986763 0% 3455905 0§ 3626590 5 35329469
Commercial 57,425,672 59,959,097 60,591,736 $9.868,101 60,304,316
Industriai 8,523,460 8,402,793 7,997,766 8312,6156 8,571,936
Residential 35155911 83,090,152 4733 894 020 265 538,681 S2T 485,813
Utilicy 5,669, 100 £,276,900 F U 400 7,793 500 8, 465.4600
S 428428041 §F 462325715 5 S2048827 5 545139488 0§ 608,357.13¢
Class 20063 2004 2005 2006 2007
Beal Property 3 A07E08,041 F 4d1 497,315 5 484,193,027 3 526463088 % 390.25B.7IV
Fersanat Property 20,513,500 20,827 800 18,755,700 18,675,500 17,465 400
3 428423041 % 462325715 0§ 2943,827 % 545139488 5 603,357,139

Souree: Charter Township ol Texas

{UNAUDFTED)
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Charter Township of Texas
State Equalized Valoation

Fiseal Years Ended December 31, 2603 Through 2007

SEV of
Texas Charler Property
Township’s General Tax Percent
Aszezsed Year of Slate Uizcal Ad Abalement Increase
Vilue a5 of Equalization Years Ended Valorem Under Acts 193 Toal Over Prioe
December 31 and Tax levy  December3l _ SEV and 235 (1) SEV _ Wear
2001 2002 2003 T 485,838,700 5 £263,100 5 494,701,800 11 .83%
2002 2003 2004 538179350 8. 382000 343,068 250 10.759%:
2003 2604 2005 592,728 200 8.88%.000 601,517,200 QT T
2004 2003 2006 639,561 650 R.B56.500 643,418,159 7.22%
2005 2006 2007 709,924 038 G, 260,520 716,184,553 4.46%
Per Capita Total SEV for the Fiscal Year Ending Becomber 31, 2007 (2 e e 363,59
(i) Sce “Tax Abatement”.
(2) Based en Charter Township of Texas’ 2000 census populatien of 10,919,
Sgurce: Chartet Township of Texas
Charter Township of Texas
Total SEV by Usc and Class
Fizez) Years Ended December 31, 2003 Through 2087
Fizcal Years Ended December 3)
Use 2003 2004 2003 2006 2007
Agricuitnre 5 6881200 % 6451300 8 5851000 % f,646 500 % &5 688 358
Commercial 65,264,300 TG 500 T2.451,600 72,887,900 F3.323.300
Industrial 8,693,100 8,544,500 G803, 200 0,203,400 4493 100
Residential 4018, 194,100 455,743 650 5(15,502,100 351,886,650 G18,213,700
Utility 5,660,100 6,276,800 7.00%.400 7,793,500 8,465 600
S 494700800 § 548068850 § 601617900 § 648418150 5 716,184,558
Class 2003 2004 2003 2006 2007
Real Propenty S AMIRL900 5 327241050 & SE23R2200 % A9 MM2E50  F 698,716,158
Personal Property 21,519,900 20,827 {10 18,755,700 18,675,500 i17.468 400
5 494 701 800 i M5068850 5 601617900 % 645418150

_b 716,184,558

Source: Cha.irtur Township of Texas

(UNAUDITED)
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Tax Abatement

Charter Township of Texas' texable value docs no include the value of centain factlities, which bave wmporarily been
removed from the Ad Valorem Tax Roll pursuant to Act 198 or Act 255 {the “Acts™). The Acts were desigaed to provide a
stimulus in the form of significent tax incentives to industry and commercial cnlerprises o enovate and cxpand aging
facilities (“Hehab Properties™) and 1o build new (zeiliiies (“New Properlies™}). Except as indicawed below, under the provistons
of the Acts, a local sovernmental unit (ic., a city, villape, or lownship) may ¢siablish plant rehatilitation districts, industrial
development districts, and commercial redevelopmient districts and offur industrial and commercial firms certain property tax
incentives or abatements to encourage restoration o replacement of obsolete Tacilittes and 1o auract new facilities to the area,

An industrial or commercial facililies exemption certificate granted soder cither of the Acis entitles an eligible facility to
exemption from Ad Valorem Taxcs for a peried of up to 12 years. In licu of Ad Valoram Taxes, the eligide facility with pay
an industrial facilities or commercial facilidies tax (the “IFT Tax™ and “CFT Tax”, respectiveiy). For properties granted tax
abatement vnder the Acts, there exists scparaie tax rodls referred o 2s the indusinial facilives tax reli (the “IFT Tax Rali") and
the commercial facilities tax roll {the “CFT Tax Roll™), respectively. The WFT or CEFT Tax for an obsolete facility, which is
being restored or replaced & determined in cractly the same mansner as the Ad Valorem Tax; the important difference being
that the value of the property remains at Lhe tasable valoe level mior 1o the improvements even though the restoration or
replacement substantially increascs the value of the facility. For a new facility, the IF1 or CF1 Fax i3 also datermined the
same as the Ad Valorem Tax but, tnstead of using the tolal mills levied a5 Ad Vatorem Taxes, a lower miliage rate is applied.
For abatements granmed prior bo 1994, this millage rate equals ¥4 of ali {ax rates levied by other than the state and local school
dismict for gperating porposes plus % of the 1993 rate levied by the lecat scheol district for operating purposes. For
abatements granted afier 1994, this millape rale cquals Y of all tax rates levied by other than the state plus aone, ', o all of
the siale lax rate (as determined by the State Treasurer). Act 255 expired as an offective statute of the State of Michizan on
Dueeember 31, 1986, and (ax abatements zranted to commercial facilities under Act 235 prior e December 31, 1986, have
cxpired.

Charler Towaship of Texas has established zoals, objectives, and procedures to provide the opportunity for industrial and
commercial development and expansion. Since 1977, Charter Township of Texas has approved a number of applications for
local property tax relief for industrial and commercial finms. Most abatements have been for new industrial facilittes. The
312V of propertics, which have been granted tax abatement wnder the Act 198, removed from the Ad Valgrem Tax Roll, and
placed an the IFT Tax Rolls, totaled 56,260,320 for the fiscal year ending [Jecember 31, 2007. The IFT Taxes paid on thesc
progertics i cquivalent o Ad Valorem Taxes paid oa $6,260.520 of taxalble value at the full tax rate (the “liquivalent
Taxable Valee™). Hpon cxpiration of the industrial facilities exemption certificates, the cuorrent equaiized valuation of the
dhated propertics will relurn o the Ad Valorem Tax Holl as taxable vaiue.

{UNAUDITED)
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Charter Township of Texas
Maximum Property Tax Rates
Fiseal Year Ended December 31, 2007

dillage dMillage Applicable Millape taximom
Classification Authorized Heduction i'raction {1} Allowzble Millage
Allocated Cperating 1. 0000 0 9892 02583
(1) Comulative.
Sowrce:  Charer Township of Texas
Charter Township of Texas
Property Tax Rates
Fiscal Years Ended December 31, 2083 Through 2007
Lawy Fiscal ¥Year Allprared
December 1 Ended December 31 Cperating
2002 2003 08938
2003 2004 088465
2014 2005 087414
2005 2006 0.8677
2006 2007 0.8583
Source: Charter Township of Texas
Charter Township of Texas
Property Tax Collections
Fiscal Years Ended December 31, 2803 Through 2007
Coliections
Lewy Fiscal Year tir harch | Pereeanl
December 1 Ended Necember X1 Tax Levy {1} Following Lewvy Collected
2002 2003 3 382369 % 364,504 95.25%
2003 260104 403,47 393 200 96.26%
2004 2005 A1 634 22 052 95 56%%
2005 2006 471,990 453177 Q96 01%%
2008 2007 525,655 506556 95.37%

(i T::-ums-l-iif) laxes oaly. Includes taxes on properties granted tax abatement under Acl 198, See “Tax Abatement.™

Source: Charter Township of Texas

(LUNALDITED)
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Charter Township of Texas
Fen Largest Taxpavers
Fiscal Year Ended December 31, 2007

Taxable % of
Taxpayer Principal Product or Service Value {13 Total (24

Maticnal City Bank Financial center 5 14,340.458 2.371%
Consumers Encrzy Lhilities FA1T72%0 1.24%
Miichigan Lhstribution Parinecs Tristribuition center 5211400 0BG
Lana Comp. Axels and rescarch 617,620 1.23%
Bronson dManagement Services Corp. Healthcare research 4,268,200 0.70%
Laboratory Besearch Ing. Aninal research 2285330 03594
Twin Star ioe Arcna LLC, lee pecrcation and restarant 2. 120,630 0.35%
Hidden Valley LLC Mianufaciured housing 1,936,679 03249
Lageoce Oshiema Properies LLEC Athietic lacilily |, 860,682 0.31%
TAMineSreet L1.C Hampion Inn 1,706,500 0,28%

348964839 3.05%

(1} Inchudes the Equivalent Taxable Value of property granted tax abatement under Act 198, See “Tax Abatement.™

£2) Based on 3602 357,139, which is Charter Township of Texas' Total Taxable Valoe for its fiscal year ended December
31, 2007, lacludes the equivalent taxable valve of property sranted tax abatement undar Act 198, See “Tax Abatement,”

Sorce: Charter Township of Texas

Charter Township of Texas
Legat Debt Margin

As of December 31, 2007
Prebt f.imit {1} MNAH15 456
Debt Owstanding 5 2343,000
Less: Exempt Deln 1:2,343,001}!
Lepal Db Marain 5 71415456

I[l] 10% of Q;TIG,IRAI,SSS, which is Charter Township of Texas' Total SEV for the fiscal vear ended Decomber 31, 2007,
Inciudes the SEV of property granded 1ax sbalement under Act 198, Sce “Tax Abatement,”
Source: Municipal Advisory Council of dichizan and Charter Township of Texas

{(LWALIDITED}
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Charter Township of Texas
Debt Statement

As of December 31, 2007
Charter Township of Texas [hnect Debt {irgss Self-Supporting et
Special Assessment Bonds:
Dated May 1, 2004 {Limited Tax) L 260,000 1,850,000 -
Dated Apcil 1, 1999 (Limited Tax) 245,000 245,000 -
Dated April 1, 1999 {Limited Tax) 233.000 235,000 -
Fotal b3 2343000 S 2,343,000 § -
Per Capita MNet Charter Township of Texas Direct Bebt (10, S214.58
Percent of Met Drirect Diebit to Total SEW {20 e e e G0033%
Terenship Share
A5 Percent
Cverlapping Debt (3) {ross af Gross Ml
Kalamaroo County 5 31514500 £.29% s 3,109 952
Kalamazoo Schogl Dhistrict 133,242,000 4.30% 5,729 406
Mallawan School Thstrict 27,215,600 46.87% 13,083,761
Portage School Districe MEET5,000 10.13% 3,007 248
Schonlerafl School Districe 18,267,237 6.21% 1,134,355
Kalamarao District Libravy 1835000 J3i% 298,514
Totals S 26453276
Ber Capila Met Overlapping 13ebt {13 SRS P RO OUPRUTURUE. 931 3 -+
Percent of Net Overlapping Debt to Tnl:&i SFU {2} PSSP YUPVPPRPPR ) | €1.5* -
Per Capita Net Brireet and Crverlapping Dbt {10 i e e s $2.63726
Percent of Net Direct and Overlapping Debt to Total SEV {2) o (. 0402%%

(1) Based on Charter Township of Texas® 2000 census population of 10,919,

{2) Based on $716.184,558, which is Charter Township of Texas' Total SEV for the fiscal yvear ended Decensber 31, 2007,
includes the SEV al property pranted 1ax shatement under Act 198 See “Tax Abalemoent.”

{3} Overlapping debt is the portion of ancther taxing unil’s debt for which property waxpayers of Chaner Township of Texas
are liakle in addition to debt issued by Charter Township of Texas. The table reflects overlapping debt as of Becember
31, 2007,

Source: Municipal Advisory Council af Michigan and Charter Townshin of Texas

(ITNALUDITEDR)
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Charter Township of Texas
Major Employers
Fiscal Year Ended December 31, 2057

Approximan
Sumber of
Firm Mame Product/Service Emplovees
Kalamasoo Valley Community College Community Collese | 000
ivational City Bank Financial conter 3040
LIPS Freight secvice 2507300
[ana Corp. Axles and research 200
Bronson Health and Kehab Healthcare 130
TLE Frcight service 114
Cracker Barrel Roestaurant 50
Harmplon fen Lodging 35
Source: Chaner Tn".-.'nship of Texas
Charter Toavaship of Texas
Revenues from the State of Michigan
Fiseal Year Ended December 31, 2083 throngh 2087
Figcal
year ended State Sharcd betre
Decenther 51 Revonuos At Toal

2003 5 TR 588 % 1,235 % F4D B24

2004 718,382 7633 26215

2005 735,728 R | 744,249

20605 753,815 82463 703,078

2007 738,297 9,245 747,542

Source: Charter Township of Texas

Charter Township of Texas
Coneral Fund - Fuad Balance
Fiscal Year Ended December 31, 2083 throagh 2007

Fiscal

year cnded Cieneral Fund

December 36 Fund Balance
2003 b3 1,459,525
2004 1,300,145
2005 1,657,435
20006 1,982 853
2007 2029957

Source: Chana'mT{m'nship of Texas

(UNALDGITER)
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Narch 4, 2008

To the Beard of Trustees
Charter Township of Texas

We have audited the financial statements of the governmental activities, the aggregate
discretely presented component unit, each major fund, and the aggregate remaining fund
information of the Charter Township of Texas for the year ended December 31, 2007, and
have Issued our report thereon dated March 4, 2008, Professionat standards require that
we pravide you with the following information related to our audit,

Our Responsibility under U5, Generally Accepted Auditing Standards

As stated in our engagement leiter dated November 27, 2007, cur responsibilify, as
described by professional standards, is te plan and petform our audit to obtain reasonable,
but not absalute, assurance that the financial statements are frae of material misstatement
and are fairly presented in accordance with U5, generally accepted accounting principles.

Cur audit of the financial sfatements does not relisve you or management of your
responsibilities.

Curatitative Aspects of Accounting Practices

Management is responsibie for the selection and use of appropriate accounting policles.
In accordance with the terms of our engagement letter, we will advise management about
the appropriateness of a¢counting poficies and thefr application. The significant
ascounding policies used by Charter Township of Texas are described in Note 1 to the
financial statements. No new accounting policies were adopied and the application of
existing policies was not changed during 2007, We neted ne transactions entered into by
Charter Township of Texas during the year for which there is a lack of authoritative
guidance or consensus. There are no significant transactions that have heen recognized
in the financial statements in a different period than when the transaclion occurred.

Accounting estimates are an integral part of the financiati sfafements prepared by
management and are based on management's knowledge and experience about past and
current events and assumptions about future events. Certain accounfing estimates are
parficularly sensifive because of their significance to the financial statements and because
of the possibility fhat future events affecting them may differ significantly from those

expected. The most sensitive estimate affecting the financial sfaiements was capital asset
depreciation.

F95 2008



Board of Trustees
Page 2
March 4, 2008

Management's estimate of the capital asset depreciation is based cn the estimated useful
lives of the Township's capital assets. We evaluated the key factors and assumptions
used to develop the capitai asset depreciation in determining that it is reasonrable in
relation to the financial statements taken as a whole.

The disclosures in the financial statements are neutral, consistent, and clear.
Audit Adjustments

Far purposes of this letter, professional standards define an audit adiustment as a
proposed correction of the financial statements that, in our judgment, may not have been
detected except through our auditing procedures. Management has recorded all of our
proposed audit adjustments.

Disagreaments with Management

For purposes of this letter, professional standards define a disagreement with
management as a matter, whether or not resolved to our satisfactlon, concerning a
financial accouniing, reporting, or auditing matter that could be significant to the financial
statements or the auditor’s repori. We are pleased fo report that no such disagreements
arosa during the course of our audit.

Management Representations

We have requested certain representations from management that are included in the
manzagement representation letter associated with the audits for the year ended
December 31, 2007.

Othar Isstes

We generally discuss a variety of matters, including the application of agcounting
principles and auditing standards, with management each year prior fo refention as the
Charter Township of Texas's auditors. However, these discussions occurred in the normal
course of cur professional relationship and our responses were not a condition to our
retention.

Difficulties Encountered in Performing the Audit

We encountered no significant difficuities in dealing with management in performing and
completing our audit.

Communication Regarding Internal Control
In planning and performing our audit of the financial statements of the Charter Township

of Texas 25 of and for the vear ended Cecember 34, 2007, in accordance with audiing
standards generally accepted in the Unifed States of America, we considered
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the Charter Township of Texas’s infernal confrol over financial reporting {internal contral}
&5 a basis for designing ocur auditing procedures for the purpose of expressing our
opinion on the financial statements, but not for the purpese of expressing an opinion on
the effectiveness of the Township's internal control. Our consideration of internal control
included procedures to evaluate the design of controls relevant to an audit of financial
statements and to determine whether they have been implemented, but it did nof include
procedures to test the operafing effectiveness of controls, and accordingly, was not
directed to discovering significant deficiencies in internal centrol. Accordingly, we do nat
express an opinion on the effectiveness of the Township's internal control.

Our consideration of internal confrel was for the Lmited purpose described in the
preceding paragraph and would not necessarlly identify all deficiencies in internal control
that might be significant deficiencies or material weaknesses. However, as discussed
below, we identified a deficiency in infernal controf that we consider to be a material
weakness.

A control deficiency exists when the design or operafion of a contrel deoes not allow
management or employees, in the normal course of performing their assigned functions,
fo prevent or detect misstaternents on a timely basis. A signHicant deficiency is a control
deficiency, or combination of control deficlencies, that adversely affects the entity's ability
fo initiate, authorize, record, process, or report financial data relfably in acsordance with
generally accepied accounting principles such that there is more than a remote likelihood
that 2 misstatement of the enfity’s financial statements that is more than Inconsequential
will not be prevented or detected by the entify’s infernal control.

A material weakness is a significant deficiency, or combination of significant deficiencies,
fhat results in more than a remote likelihood that a material misstatement of the financial
statements will not be prevented or detected by the entify's internal control.

The Township has not Implemented a system of controls to prepare financial
stafements in accordance with U.S. generally accepted accounting pringiples,
in¢luding procedures to achieve the objectives of recording revenue and
expense accruals, the capiialization and depreciation of capital assefs, and
the presentation of financial statement disclesures. This is a recurring
comment. The Township has determinad that the additional benefits derived
from implementing such a system would not outweigh the costs incurred to
do so.

This communication is intended solely for the information and use of the Board of

Trustees of the Charter Township of Texas and the State of Michigan Deparment of
Treasury and is not intended to be and shouid not be used by anyone other than these

specified parties.
JM:—J/ &-4’ !G. d.



